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RAJYASABHA 


The following Bill was introduced in the Rajya Sabha on 15th December, 2006;— 


Bill No. CXI of 2006 


A Bill to make provisions for the formation and regulation of limited liability 
partnerships and for matters connected therewith or incidental thereto. 

Be it enacted by Parliament in the Fifty-seventh Year of the Republic of India as 
follows:— 

CHAPTER I 
Preliminary 

1. (/) This Act may be called the Limited Liability Partnership Act, 2006. 

(2) It extends to the whole of India. 

(3) It shall come into force on such date as the Central Government may, by notification, 
in the Official Gazette, appoint: 

Provided that different dates may be appointed for different provisions of this Act 
and any reference in any such provision to the commencement of this Act shall be construed 
as a reference to the coming into force of that provision. 
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Definitions. 2. In this Act, unless the context otherwise requires,— 

(a) “address” in relation to a partner of a limited liability partnership, means— 

(/) if an individual, his usual residential address; and 
(«■) if a body corporate, the address of its registered office; 

( b) “Appellate Tribunal” means the National Company Law Appellate Tribunal 
constituted under sub-section (/) of section 10 FR of the Companies Act, 1556; 

(c) “body corporate” means a company as defined in section 3 ofthe Companies 
Act, 1956 and includes,— 

(i) a limited liability partnership registered under this Act; 

(H) a limited liab ility partnership incorporated outside India; and 
(hi) a company incorporated outside India, 
but does not include— 

' (/) a corporation sole; 

(ii) a co-operative society registered under any law relating to co-operative 
societies; and 

(iii) any other body corporate (not being a company as defined in section 3 of 
the Companies Act, 1956 or a limited liability partnership as defined in this Act), which 
the Central Government may, by notification in the Official Gazette, specify in this 
behalf; 

(d) “business” includes every trade, profession and occupation; 

(e) “chartered accountant” means a chartered accountant as defined in clause 
(b) of sub-section (7) of section 2 of the Chartered Accountants Act, 1949 add who 
has obtained a certificate of practice under sub-section (/) of section 6 of thfct Act; 

(/) “company secretary” means a company secretary as defined in clause (c) of 
sub-section (/) of section 2 of the Company Secretaries Act, 1980 and wjho has 
obtained a certificate of practice under sub-section (/) of section 6 of that Act; 

(g) “cost accountant” means a cost accountant as defined in clause ( b) of sub¬ 
section (/) of section 2 of the Cost and Works Accountants Act, 1959 and Who has 
obtained a certificate of practice under sub-section (1) of section 6 of that Act; 

(h) “designated partner” means any partner designated as such pursuant to 
section 7; 

(i) “financial year” in relation to a limited liability partnership means the period 
from 1 st day of April of a year to the 31 st day of March of the following year: 

Provided that in the case of a limited liability partnership incorporated after the 
30th September of a year, the financial year may end on the 31 st March ofthe year next 
following that year; 

(j) “foreign limited liability partnership” means a limited liability partnership 
that is formed, registered or incorporated outside India and which establishes i place 
of business within India; 

(k) “limited liability partnership” means a partnership formed and registered 
under this Act; 

, (l) "limited liability partnership agreement” means any written agrejement 

between the partners of the limited liability partnership or between the limited liability 
partnership and its partners which determines the mutual rights and duties jof the 
partners and their rights and duties in relation to limited liability partnership;, 

(m) “name”, in relation to a partner of a limited liability partnership, means— 
(i) if an individual, his forename, middle name and surname; and 
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(ii) if a body corporate, its registered name; 

(«) “partner”, in relation to a limited liability partnership, means any person who 
has been admitted as a partner in the limited liability partnership in accordance with 
the limited liability partnership agreement; 

(o) “prescribed” means prescribed by rules made under this Act; 

(p) “Registrar” means a Registrar, or an Additional, a Joint, a Deputy or an 
Assistant Registrar, having the duty of registering companies under the Companies 
Act, 1956; 

(q) “Tribunal” means the National Company Law Tribunal constituted under 
sub-section (7) of section 10 FB of the Companies Act, 1956. 

CHAPTER II 
Applicability 

3. (7) A limited liability partnership is a body corporate formed and incorporated 
under this Act and which has legal entity separate from that of its partners. 

(2) A limited liability partnership shall have perpetual succession. 

(3) Any change in the partners of a limited liability partnership shall not affect the 
existence, rights or liabilities of the limited liability partnership. 

4. Save as otherwise provided, the provisions of the Indian Partnership Act, 1932 
shall not apply to a limited liability partnership. 


5. (7) Any individual or body corporate may be a partner in a limited liability partnership. 

(2) Every designated partner of a limited liability partnership shall obtain a Partner 
Identification Number (PIN) from the Central Government and the provisions of sections 
266Ato 266G (both inclusive) of the Companies Act, 1956 shall apply mutatis mutandis for 
the said purpose. 

6. (7) Every limited liability partnership shall have at least two partners. 

(2) If at any time the number of partners of a limited liability partnership is reduced 
below two and the limited liability partnership carries on business for more than six months 
while the number is so reduced, the person who is the only partner of the limited liability 
partnership during the time that it so carries on business after those six months and has the 
knowledge of the fact that it is carrying on business with him alone, shall be liable personally 
for the obligations of the limited liability partnership incurred during that period. 

7. (7) Every limited liability partnership shall have at least two designated partners 
who are individuals and at least one of them shall be a resident in India: 

Provided that in case of a limited liability partnership in which all the partners are 
hody corporates, at least two partners shall nominate their respective individuals who are 
to act as “designated partners” and one of the nominees shall be a resident in India. 

(2) For the purpose of this section, “resident in India” means a person who has 
stayed in India for a period of not less than one hundred and eighty-two days during the 
immediately preceding one year. 

(3) Every limited liability partnership shall ensure that the particulars of every individual 
who agrees to act as a designated partner of the limited liability partnership and his consent 
to act as such is filed with the Registrar in such form arid manner as may be prescribed 
within thirty days of the appointment of the designated partner. 

(4) An individual eligible to be designated partner shall satisfy such conditions and 
requirements as may be prescribed. 
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8. (1) If the incorporation document specifies as to who are to be designated 
partners— 

(a) such persons shall be the designated partners on incorporation; and 

( b ) any partner may become a designated partner by and in accordance with 
limited liability partnership agreement and a partner may cease to be a designated 
partner in accordance with the limited liability partnership agreement. 

(2) A limited liability partnership may appoint a designated partner within'thirty days 
of a vacancy arising for any reason: 

Provided that if no designated partner is appointed, or if at any time there is only one 
designated partner, each partner shall be deemed to be a designated partner. 

( 3) If the incorporation document states that every person who from time to time is a 
partner of the limited liability partnership is a designated partner, every partner shall be 
designated partner. 

9. (1) Every limited liability partnership shall appoint an individual (who is (resident in 
India) as designated partner within thirty days from the date on which a person ceases to be 
a designated partner and the provisions of sub-section (J) and sub-section (4) of section 7 
shall apply in respect of the new partner. 

(2) A designated partner shall be— 

(a) answerable for the doing of all acts, matters and things as are required to be 
done by the limited liability partnership in respect of compliance of the provisions of 
this Act including filing of any document, return, statement and the like report pursuant 
to the provisions of this Act and as may be specified in the limited liability partnership 
agreement; and 

( b ) liable to all penalties imposed on the limited liability partnership for any 
contravention of those provisions. 

10. (1) If the limited liability partnership contravenes the provisions of s^b-section 
(/) of section 7, the limited liability partnership and its every partner shall be punishable 
with fine which shall not be less than ten thousand rupees but which may extend t<f five lakh 
rupees. 

(2) If the limited liability partnership contravenes the provisions of sub-section (3) 
and sub-section (4) of section 7. section 8 or section 9 the limited liability partnership and 
its every partner shall be punishable with fine which shall not be less than tenjthousand 
rupees but which may extend to one lakh rupees. 

CHAPTER ni 
Incorporation 

I 

11. (/) For a limited liability partnership to be incorporated,— 

(a) two or more persons associated for carrying on a lawful business with a 
view to profit shall have subscribed their names to an incorporation document; 

( b ) the incorporation document shall be filed in such manner and With such 
fees, as may be prescribed with the Registrar of the State in which the Registered 
office of the limited liability partnership is to be situated; and 

(c) there shall be filed with a statement in the prescribed form, made b>f either an 
advocate, or a Company Secretary or a Chartered Accountant, who is engaged in the 
formation ofthe limited liability partnership and by anyone who siibscribedthis name 
to the incorporation document, that all the requirements of this Act and the rules 
made thereunder have been complied with, in respect of incorporation and matters 
precedent and incidental thereto. 
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(2) The incorporation document shall — 

(a) be in a form as may be prescribed; 

(6) state the name of the limited liability partnership; 

(c) state the proposed business of the limited liability partnership; 

(d) state the address of the registered office of the limited liability partnership; 

(e) state the name and address of each of the persons who are to be partners of 
the limited liability partnership on incorporation; 

if) state the name and address of the persons who are to be designated partners 
of the limited liability partnership on incorporation; 

(g) contain such other information concerning the proposed limited liability 
partnership as may be prescribed. 

(2) If a person makes a statement under clause (c) of sub-section (7) which he— 

{a) knows to be false; or 

(b) does not believe to be true, 

he shall be punishable with imprisonment for a term which may extend to two years and 
with fine which shall not be less than ten thousand rupees but which may extend to five 
lakh rupees. 

12. (7) When the requirements imposed by clauses (7>) and (c) of sub-section (7) of 
section 11 have been complied with, the Registrar shall retain the incorporation document 
and, unless the requirement imposed by clause (a) of that sub-section has not been complied 
with, he shall within a period of fourteen days— 

(a) register the incorporation document; and 

( b) give a certificate that the limited liability partnership is incorporated by the 
name specified in the incorporation document. 

(2) The Registrar may accept the statement delivered under clause (c) of sub-section 
(7) of section 11 as sufficient evidence that the requirement imposed by clause ( a ) of that 
sub-section has been complied with. 

(3) The certificate shall be signed by the Registrar and authenticated by his official 

seal. 

(4) The certificate is conclusive evidence that the limited liability partnership is 
incorporated by the name specified in the incorporation document. 

13. (7) Every limited liability partnership shall have a registered office to which all 
communications and notices may be addressed and where they shall be received. 

(2) A document may be served on a limited liability partnership or a partner or 
designated partner thereof by sending it by post under a certificate of posting or by registered 
post or by any other mode, which may be prescribed, or by leaving at its registered office. 

(3) A limited liability partnership may change the address of its registered office by 
filing with the Registrar notice of such change in such form and manner as may be prescribed 
and any such change shall take effect only upon such filing. 

(4) If the limited liability partnership contravenes any provisions of this section, the 
limited liability partnership and its every partner shall be punishable with fine which shall 
not be less than two thousand rupees but which may extend to twenty-five thousand 
rupees. 

14. A limited liability partnership shall, by its name have the power of— 

(а) suing and being sued; 

(б) acquiring, owning, holding and developing or disposing of property, both 
movable and immovable; 
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(c) having a common seal; and 

(d) doing and suffering such other acts and things as bodies corporate may 
lawfully do and suffer. 

15. (1) Every limited liability partnership shall have either the words “limited liability 
partnership” or the acronym “LLP” as the last words of its name. 

(2) No limited liability partnership shall be registered by a name which, in the opinion 
of the Central Government is — 

(a) undesirable; 

(b) identical or too nearly resembles to that of any other partnership firm or 
limited liability partnership or body corporate or a registered trade mark, or a trade 
mark which is subject of an application for registration, of any other person under the 

Trade Marks Act, 1999. 47 of 1999. 

16. (/) A person may apply in such form and manner and accompanied by such fees 
as may be prescribed to the Registrar for the reservation of a name set out in the application 
as— 

{a) the name of a proposed limited liability partnership; or 

(. b ) the name to which a limited liability partnership proposes to change its 

name. 

(2) Upon receipt of an application under sub-section (/) and on payment of die 
prescribed fee, the Registrar may, if he is satisfied, subject to the rules prescribed by the 
Central Government in the matter, that the name to be reserved is not one whiah may be 
rejected on any ground referred to in sub-section (2) of section 15, reserve the name for a 
period of three months from the date of intimation by the Registrar. 

17. (I) Notwithstanding anything contained in sections 15 and 16, where the Central 
Government is satisfied that a limited liability partnership has been registered! (whether 
through inadvertence or otherwise and whether originally or by a change of name) under a 
name which — 

(a) is a name referred to in sub-section (2) of section 15; or 

(A) so nearly resembles the name of any other limited liability partnership or 
body corporate or other name as to be likely to be mistaken for it; 

the Central Government may direct the limited liability partnership to change its name, and 
the limited liability partnership shall comply with the direction within three monthfc after the 
date ofthe direction or such longer period as the Central Government may allow. 

(2) Any limited liability partnership which fails to comply with a direction given under 
sub-section (/) shall be punishable with fine which shall not be less than ten thousand 
rupees but which may extend to five lakh rupees. 

18. (/) Any entity which already has a name similar to the name of a limited liability 
partnership which has been incorporated subsequently, may apply, in such mannbr as may 
be prescribed, to the Registrar to give a direction to any limited liability partnership, on a 
ground referred to in section 17 to change its name. 

(2) The Registrar shall not consider any application under sub-section (1) to give a 
direction to a limited liability partnership on the ground referred to in clause (A) of sub¬ 
section (/) of section 17 unless the Registrar receives the application within twfenty-four 
months from the date of registration of the limited liability partnership under that! name. 

19. Any limited liability partnership may change its name registered with the Registrar 
by filing with him a notice of such change in such form and manner and on payment of such 
fees as may be prescribed. 
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20. If any person or persons carry on business under any new name or title of which 
the word “Limited Liability Partnership” or “LLP” or any contraction or imitation thereof is 
or are the last word or words, that person or each of those persons shall, unless duly 
incorporated as limited liability partnership be punishable with fine which may extend to 
five lakh rupees. 

21. (7) Every limited liability partnership shall ensure that its invoices and official 
correspondence bear the following, namely:— 

(a) the name, address and registration number of the limited liability partnership; 

and 

(b) a statement that it is registered with limited liability. 

(2) Any limited liability partnership which contravenes the provisions of sub-section 
(7) shall be punishable with fine which shall not be less than two thousand rupees but 
which may extend to twenty-five thousand rupees. 

CHAPTER IV 

Partners and their relations * 

22. On the incorporation of a limited liability partnership, the persons who subscribed 
their names to the incorporation document shall be its partners and any other person may 
become a partner of the limited liability partnership by and in accordance with the limited 
liability partnership agreement. 

23. (/) Save as otherwise provided by this Act, the mutual rights and duties of the 
partners of a limited liability partnership, and the mutual rights and duties of a limited 
liability partnership and its partners, shall be governed by the limited liability partnership 
agreement between the partners, or between the limited liability partnership and its partners. 

(2) The limited liability partnership agreement and any changes made therein shall be 
filed with the Registrar in the form and manner accompanied by such fees as may be 
prescribed. 

(J) An agreement in writing made before the incorporation of a limited liability 
partnership between the persons who subscribe their names to the incorporation document 
may impose obligations on the limited liability partnership, provided such agreement is 
ratified by all the partners after the incorporation of the limited liability partnership. 

(4) In the absence of agreement as to any matter, the mutual rights and duties of the 
partners and the mutual rights and duties of the limited liability partnership and the partners 
shall be determined by the provisions relating to that matter as are set out in the First 
Schedule, 

24. (7) A person may cease to be a partner of a limited liability partnership in accordance 
with an agreement with the other partners or, in the absence of agreement with the other 
partners as to cessation of being a partner, by giving a notice of not less than thirty days to 
the other partners of his intention to resign as partner. 

(2) A person may also cease to be a partner of a iimited liability partnership by his 
death or by dissolution of the limited liability partnership. 

(J) Where a person has ceased to be a partner of a limited liability partnership 
(hereinafter referred to as “former partner”), the former partner is to be regarded (in relation 
to any person dealing with the limited liability partnership ) as still being a partner of the 
limited liability partnership unless— 

(а) the person has notice that the former partner has ceased to be a partner of 

the limited liability partnership; or 

(б) notice that the former partner has ceased to be a partner of the limited 

liability partnership has been delivered to the Registrar. 
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(4) The cessation of a partner from the limited liability partnership does not by itself 
discharge the partner from any obligation to the limited liability partnership or to the other 
partners or to any other person which he incurred while being a partner. 

(. 5 ) Where a partner of a limited liability partnership ceases to be a partner, unless 
otherwise provided in the limited liability partnership agreement, the former partner or a 
person entitled to his share in consequence of the death or insolvency of the former partner, 
shall be entitled to receive from the limited liability partnership an amount — 

(a) equal to the capital contribution of the former partner actually made to the 
limited liability partnership; and 

(/ b ) his right to share in the accumulated profits ofthe limited liability partnership 
after the deduction of losses of the limited liability partnership, 

determined as at the date the former partner ceased to be a partner. 

(6) A former partner or a person entitled to his share in consequence of the death or 
insolvency of the former partner shall not have any right to interfere in the management of 
the limited liability partnership. 

25. (7) A limited liability partnership shall ensure that— 

(a) where a person becomes or ceases to be a partner, notice is filed with the 
Registrar within thirty days from the date he becomes or ceases to be a partner; and 

(b) where there is any change in the name or address of a partner, notice is filed 
with the Registrar within thirty days of such change. 

(2) A notice filed with the Registrar under sub-section (/)— 

(a) shall be in such form and accompanied by such fees as may be prescribed; 

(b) shall be signed by the designated partner of the limited liability partnership 
and authenticated in a manner as may be prescribed; and 

(c) if it relates to admission of a partner, shall contain a statement by the 
incoming partner that he consents to becoming a partner, signed by him and 
authenticated in a manner as may be prescribed. 

(2) If the limited liability partnership contravenes the provisions of sub-section (7), 
the limited liability partnership and every designated partner of the limited liability partnership 
shall be punishable with fine which shall not be less than two thousand rupees hut which 
may extend to twenty-five thousand rupees. 

{4) Any person who ceases to be a partner of a limited liability partnership may 
himself file with the Registrar the statement referred to in sub-section (2) if he has reasonable 
cause to believe that the limited liability partnership may not file the statement with the 
Registrar and in case of any such statement filed by a partner, the Registrar shall obtain a 
confirmation to this effect from the limited liability partnership unless the limited liability 
partnership has also filed such statement. 

CHAPTER V 

Extent and limitation of liability 

26. Every partner of a limited liability partnership is the agent of the limited liability 
partnership, but not of other partners. 

27. (1) A limited liability partnership is not bound by anything done by a partner in 
dealing with a person if— 

(a) the partner in fact has no authority to act for the limited liability partnership 
in doing a particular act; and 

( b) the person knows that he has no authority or does not know or believe him 
to be a partner of the limited liability partnership. 
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(2) The limited liability partnership is liable if a partner of a limited liability partnership 
is liable to any person as a result of a wrongful act or omission on his part in the course of 
the business of the limited liability partnership or with its authority. 

(3) An obligation of the limited liability partnership whether arising in contract or 
otherwise, is solely the obligation of the limited liability partnership. 

(4) The liabilities of the limited liability partnership shall be met out of the property of 
the limited liability partnership. 

28. (/) A partner is not personally liable, directly or indirectly for an obligation referred 
to in sub-section (3) of section 27 solely by reason of being a partner of the limited liability 
partnership. 

(2) The provisions of sub-section (3) of section 27 and sub-section (7) of this section 
shall not affect the personal liability of a partner for his own wrongful act or omission, but 
a partner shall not be personally liable for the wrongful act or omission of any other partner 
of the limited liability partnership. 

29. (7) In the event of an act carried out by a limited liability partnership, or any of its 
partners, with intent to defraud creditors of the limited liability partnership or any other 
person, or for any fraudulent purpose, the liability of the limited liability partnership and 
partners who acted with intent to defraud creditors or for any fraudulent purpose shall be 
unlimited for all or any of the debts or other liabilities ofthe limited liability partnership: 

Provided that in case any such act is carried out by a partner, the limited liability 
partnership is liable to the same extent as the partner unless it is established by the LLP that 
such act was without the knowledge or the authority of the LLP. 

(2) Where any business is carried on with such intent or for such purpose as mentioned 
in sub-section (7), every person who was knowingly a party to the carrying on of the 
business in the manner aforesaid shall be punishable with imprisonment for a term which 
may extend to two years and with fine which shall not be less than fifty thousand rupees but 
which may extend to five lakh rupees. 

30. (7) The Court or Tribunal may reduce or waive any penalty leviable against any 
partner or employee of a limited liability partnership, if it is satisfied that,— 

(a) such partner or employee of a limited liability partnership has provided 

useful information during investigation of such limited liability partnership; or 

(b) when any information given by any partner or employee (whether or not 

during investigation) leads to limited liability partnership or any partner or employee 

of such limited liability partnership being convicted under this Act or any other Act. 

(2) No limited liability partnership or any partner or any employee of any limited 
liability partnership may be discharged, demoted, suspended, threatened, harassed or in 
any other manner discriminated against the terms and conditions of his partnership or 
employment merely because of his providing information or causing information to be 
provided pursuant to sub-section (7). 


CHAPTER VI 
Contributions 

31. (7) A contribution of a partner may consist of tangible or intangible property or 
other benefit to the limited liability partnership, including money, promissory notes, other 
agreements to contribute cash or property, and contracts for services performed or to be 
performed. 

(2) The monetary value of contribution of each partner shall be accounted for and 
disclosed in the accounts of the limited liability partnership in the manner as may be 
prescribed. 
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32. ( 1 ) The obligation of a partner to contribute money or other property or other 
benefit or to perform services for a limited liability partnership shall be as per the limited 
liability partnership agreement. 

(2) A creditor of a limited liability partnership, which extends credit or otherwise acts 
in reliance on an obligation described in that agreement, without notice of any compromise 
between partners, may enforce the original obligation against such partner. 

CHAPTER Vn 
Financial disclosures 

33. (7) The limited liability partnership shall maintain such proper books of accounts 
as may be prescribed relating to its affairs for each year of its existence on cash basis or 
accrual basis and according to double entry system of accounting and shall maintain the 
same at its registered office for such period as may be prescribed. 

(2) Every limited liability partnership shall, within a period of six months from the end 
of each financial year, prepare a Statement of Account and Solvency for the said financial 
year as at the last day of the said financial year and the designated partners of the limited 
liability partnership shall put their signature on such statement evidencing their acceptance 
thereof. 

(J) Every limited liability partnership shall file the Statement of Account and Solvency 
prepared pursuant to sub-section (2) with the Registrar every year in such form arid manner 
and accompanied by such fee as may be prescribed. 

(4) The accounts of limited liability partnerships shall be audited in accordance with 
the rules as may be prescribed: 

Provided that the Central Government may, by notification, exempt any class or classes 
of limited liability partnerships from the requirements of this sub-section. 

(5) Any limited liability partnership which fails to comply with the provisions of this 
section shall be punishable with fine which shall not be less than one lakh rupees! but which 
may extend to five lakh rupees and the designated partners of such limited liability partnership 
shall be punishable with fine which shall not be less than ten thousand rupees ibut which 
may extend to one lakh rupees. 

34. (7) Every limited liability partnership shall be required to file an annual return with 
the Registrar within sixty days of closure of its financial year in such form and manner and 
accompanied by such fee as may be prescribed. 

(2) Any limited liability partnership which fails to comply with the provisions of this 
section shall be punishable with fine which shall not be less than one lakh rupeesibut which 
may extend to five lakh rupees. 

(3) If the limited liability partnership contravenes the provisions of this section, the 
designated partner of such limited liability partnership shall be punishable with fine which 
shall not be less than ten thousand rupees but which may extend to one lakh rupees. 

35. The Statement of Accounts and Solvency and Annual Return filed by eaich limited 
liability partnership shall be available for inspection in the office of the Regis^ar during 
business hours in such manner and on payment of such fees as may be prescribed. 

36. If in any return, statement or other document required by or for the purposes of 
any of the provisions of this Act, any person makes a statement — 

(a) which is false in any material particular, knowing it to be false; or 

(7>) which omits any material fact knowing it to be material, 

he shall, save as otherwise expressly provided in this Act, be punishable with imprisonment 
for a term which may extend to two years, and shall also be liable to fine which may extend 
to five lakh rupees but which shall not be less than one lakh rupees. 
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37. (7) In order to obtain such information as the Registrar may consider necessary 
for the purposes of carrying out the provisions of this Act, the Registrar may — 

(a) require any present or former partner or designated partner or an employee 
of a limited liability partnership to answer any question in writing which the Registrar 
may consider necessary to ask for the purposes specified in this sub-section; or 

(b) summon that person to appear before him or an inspector or any other 
public officer whom the Registrar may designate to answer any such question. 

(2) The Registrar may further require the person referred to in sub-section (7) to make 
such further declaration or supply such further particulars as the Registrar may consider 
necessary. 

(3) Any person who, without lawful excuse, fails to comply with any summons or 
requisition of the Registrar under this section shall be punishable with fme which shall not 
be less than two thousand rupees but which may extend to twenty-five thousand rupees. 

38. The Central Government may compound any offence under this Act which is 
punishable with fine only, by collecting from a person reasonably suspected of having 
committed the offence a sum which may extend to the amount of the maximum fme prescribed 
for the offence. 

39. The Registrar may destroy any document filed or registered with him in physical 
form or in electronic form in accordance with such rules as may be prescribed. 

40. (7) If any limited liability partnership is in default in complying with— 

(a) any provision of this Act or of any other law which requires the filing in any 
manner with the Registrar of any return, account or other document or the giving of 
notice to him of any matter; or 

(b) any request of the Registrar to amend or complete and resubmit any document 
or to submit a fresh document; and 

(c) fails to make good the default within fourteen days after the service on the 
person of a notice requiring it to be done, 

the Tribunal may, on application by the Registrar, make an order directing that person or if 
that person is a corporation any officer of the body corporate to make good the default 
within such time as is specified in the order. 

(2) Any such order may provide that all the costs of and incidental to the application 
shall be borne by that person or by any officer of the body corporate who is responsible for 
the default if that person is a body corporate. 

(2) Nothing in this section shall limit the operation of any other provision of this Act 
or any other law imposing penalties in respect of any default referred to in this section on 
that person or an officer of a body corporate if that person is a body corporate. 

CHAPTER VID 

Assignment and transfer of partnership rights 

41. (7) The rights of a partner to a share ofthe profits and losses ofthe limited liability 
partnership and to receive distributions in accordance with the limited liability partnership 
agreement are transferable either wholly or in part. 

(2) The transfer of any right by any partner pursuant to sub-section (7) does not by 
itself cause the disassociation of the partner or a dissolution and winding up ofthe limited 
liability partnership. 

(2) The transfer of right pursuant to this section does not, by itself, entitle the transferee 
or assignee to participate in the management or conduct of the activities of the limited 
liability partnership, or access information concerning the transactions ofthe limited liability 
partnership. 
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CHAPTER IX 
Investigation 

42. (/) The Central Government shall appoint one or more competent persons as 
inspectors to investigate the affairs of a limited liability partnership and to report thereon in 
such manner as it may direct if— 

(a) the Tribunal, either suo motu , or on an application received from not less 
than one-fifth ofthe total number of partners of limited liability partnership, by order, 
declares that the affairs of the limited liability partnership ought to be investigated; or 

(b) any Court, by order, declares that the affairs of a limited liability partnership 
ought to be investigated. 

(2) The Central Government may appoint one or more competent persons as inspectors 
to investigate the affairs of a limited liability partnership and to report on them in such 
manner as it may direct. 

(5) The appointment of inspectors pursuant to sub-section (2) may be made,— 

(a) if not less than one-fifth of the total number of partners ofthe limited liability 
partnership make an application along with supporting evidence and security amount 
as may be prescribed; or 

( b) if the limited liability partnership makes an application that the affairs ofthe 
limited liability partnership ought to be investigated; or 

(c) if, in the opinion of the Central Government, there are circumstances 
suggesting— 

(i) that the business of the limited liability partnership is being conducted 
with an intent to defraud its creditors, partners or any other person, or otherwise 
for a fraudulent or unlawful purpose, or in a manner oppressive or unfairly 
prejudicial to some or any of its partners, or that the limited liability partnership 
was formed for any fraudulent or unlawful purpose; or 

(if) that any of the partners of the limited liability partnership has been 
guilty of fraud, misfeasance or other misconduct towards the limited liability 
partnership or towards its other partners; or 

(iif) that any of the partners of the limited liability partnership has not 
been given all the information with respect to its affairs which they might 
reasonably expect, including information relating to the remuneration payable 
to a designated partner of the limited liability partnership; or ? 

(iv) that, on receipt of a report ofthe Registrar, there are sufficieiit reasons 
that the affairs ofthe limited liability partnership ought to be investigated. 

43. An application by partners of the limited liability partnership under clause (a) of 
sub-section (2) of section 42 shall be supported by such evidence as the Tribunal may 
require for the purpose of showing that the applicants have good reason for requiring the 
investigation and the Central Government may, before appointing an inspector, require the 
applicants to give security, of such amount as may be prescribed, for payment ofthe costs 
of the investigation. 

44. No firm, body corporate or other association shall be appointed as an inspector. 


45. (1) If an inspector appointed by die Central Government to investigate the affairs 
of a limited liability partnership thinks it necessary for the purposes of his investigation* to 
investigate also the affairs of an entity which has been associated in the past or is presently 
associated with the limited liability partnership or any present or former partner or designated 
partner of the limited liability partnership, the inspector shall have the power to do so and 
shall report on the affairs of the other entity or partner or designated partner, so far as he 
thinks that the results of his investigation thereof are relevant to the investigation of the 
affairs ofthe limited liability partnership. 


riA7CTTC \ AACjTf^l 





Sec. 2] THE GAZETTE OF INDIA EXTRAORDINARY 13 


(2) In the case of any entity or partner or designated partner referred to in sub-section 
(/), the inspector shall not exercise his power of investigating into, and reporting on, its or 
his affairs without first having obtained the prior approval of the Central Government 
thereto: 

Provided that before according approval under this sub-section, the Central 
Government shall give the entity or partner or designated partner a reasonable opportunity 
to show cause why such approval should not be accorded. 

46. (/) It shall be the duty of the designated partner and partners of the limited 
liability partnership— 

(a) to preserve and to produce before an inspector or any person authorised by 
him in this behalf with the previous approval of the Central Government, all books 
and papers of, or relating to, the lirnited liability partnership or, as the case may be, the 
other entity, which are in their custody or power; and 

(b) otherwise to give to the inspector all assistance in connection with the 
investigation which they are reasonably able to give. 

(2) The inspector may, with the previous approval of the Central Government, require 
any entity other than an entity referred to in sub-section (/) to furnish such information to, 
or produce such books and papers before him or any person authorised by him in this 
behalf with the previous approval of that Government as he may consider necessary if the 
furnishing of such information or the production of such books and papers is relevant or 
necessary for the purposes of his investigation. 

(5) The inspector may keep in his custody any books and papers produced under 
sub-section (7) or sub-section (2) for thirty days and thereafter shall return the same to the 
limited liability partnership, other entity or individual by whom or on whose behalf the 
books and papers are produced: 

Provided that the inspector may call for the books and papers if they are needed 

again: 

Provided further that if certified copies of the books and papers produced under sub¬ 
section (2) are furnished to the inspector, he shall return those books and papers to the 
entity or person concerned. 

(4) An inspector may examine on oath- 

fa) any of the persons referred to in sub-section (/): and 

(6) with the previous approval of the Central Government, any other person in 
relation to the affairs of the limited liability partnership or any other entity as the case 
may be; and 

(c) may administer an oath accordingly and for that purpose may require any of 
those persons to appear before him personally. 

(J) If any person fails without reasonable cause or refuses— 

(a) to produce before an inspector or any person authorised by him in this 
behalf with the previous approval of the Central Government any book or paper 
which it is his duty under sub-section (7) or sub-section (2) to produce ; or 

ib) to furnish any information which it is his duty under sub-section (2) to 
furnish ; or 

(c) to appear before the inspector personally when required to do so under sub¬ 
section ( 4 ) or to answer any question which is put to him by the inspector in pursuance 
of that sub-section ; or 

(d) to sign the notes of any examination, 

he shall be punishable with fine which shall not be less than two thousand rupees but 
which may extend to twenty-five thousand rupees and with a further fine which shall not be 
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less than fifty rupees but which may extend to five hundred rupees for every day after the 
first day after which the default continues. 

(< 6 ) The notes of any examination under sub-section ( 4 ) shall be taken down in writing 
and signed by the person whose examination was made on oath and a copy of such notes 
shall be given to the person so examined on oath and thereafter be used as an evidence 
by the inspector. 

47. (/) Where in the course of investigation, the inspector has reasonable ground to 
believe that the books and papers of, or relating to, the limited liability partnership or other 
entity or partner or designated partner of such limited i iability partnership may be destroyed, 
mutilated, altered, falsified or secreted, the inspector may make an application to the| Judicial 
Magistrate of the first class or, as the case may be, the Metropolitan Magistrate^ having 
jurisdiction, for an order for the seizure of such books and papers. 

(2) After considering the application and hearing the inspector, if necessary, the 
Magistrate may, by order, authorise the inspector — 

(a) to enter, with such assistance, as may be required, the place or places where 
such books and papers are kept; 

(b ) to search that place or those places in the manner specified in the order; and 

(c) to seize books and papers which the inspector considers it necessary for the 
purposes of his investigation. 

(5) The inspector shall keep in his custody the books and papers seized urtder this 
section for such period not later than the conclusion of the investigation as he considers 
necessary and thereafter shall return the same to the concerned entity or persbn from 
whose custody or power they were seized and inform the Magistrate of such return: 

Provided that the books or papers shall not be kept seized for a continuous period of 
more than six months: 

Provided further that the inspector may, before returning such books and papers as 
aforesaid, place identification marks on them or any part thereof. 

(4) Save as otherwise provided in this section, every search or seizure madp under 
this section shall be carried out in accordance with the provisions of the Code of Criminal 
Procedure. 1973 relating to searches or seizures made under that Code. 

48. (/) The inspectors may, and if so directed by the Central Government, shall 1 make 
interim reports to that Government, and on the conclusion of the investigation, shall make 
a final report to the Central Government and any such report shall be written or prihted, as 
the Central Government may direct. 

(2) The Central Government — 

(а) shall forward a copy of any report (other than an interim report) made by the 
inspectors to the limited liability partnership at its registered office, and also to any 
other entity or person dealt with or related to the report; and 

(б) may, if it thinks fit, furnish a copy thereof, on request and on payment of the 
prescribed fee, to any person or entity related to or affected by the report. 

49. If, from the report under section 48, it appears to the Central Government that any 
person in relation to the limited liability partnership or in relation to any other entity whose 
affairs have been investigated, has been guilty of any offence for which he is liable, the 
Central Government may prosecute such person for the offence; and it shall be the duty of 
all partners, designated partners and other employees and agents of the limited liability 
partnership or other entity, as the case may be, to give the Centra! Government all assistance 
in connection with the prosecution which they are reasonably able to give. 

50. If any such limited liability partnership is liable to be wound up under this Act or 
any other law for the time being in force, and it appears to the Central Government from any 
such report under section 48 that it is expedient to do so by reason of any such circumstances 
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as are referred to in sub-clause (/) or (ii) of clause (c) of sub-section (5) of section 42, the 
Central Government may, unless the limited liability partnership is already being wound up 
by the Tribunal, cause to be presented to the Tribunal by any person authorised by the 
Central Government in this behalf, a petition for the winding up of the limited liability 
partnership on the ground that it is just and equitable that it should be wound up, 

51. If from any report under section 48, it appears to the Central Government that 
proceedings ought, in the public interest, to be brought by the limited liability partnership 
or any entity whose affairs have been investigated, — 

(a) for the recovery of damages in respect of any fraud, misfeasance or other 
misconduct in connection with the promotion or formation, or the management of the 
affairs, of such limited liability partnership or such other entity; or 

( b) for the recovery of any property of such limited liability partnership or such 
other entity, which has been misapplied or wrongfully retained, 

the Central Government may itself bring proceedings for that purpose. 

52. (/) The expenses of and incidental to an investigation by an inspector appointed 
by the Central Government under this Act shall be defrayed in the first instance by the 
Central Government; but the following persons shall, to the extent mentioned below, be 
liable to reimburse the Central Government in respect of such expenses, namely:— 

(a) any person who is convicted on a prosecution, or who is ordered to pay 
damages or restore any property in proceedings brought by virtue of section 51, may, 
in the same proceedings, be ordered to pay the said expenses to such extent as may 
be specified by the Tribunal convicting such person, or ordering him to pay such 
damages or restore such property, as the case may be; 

( b) any entity in whose name proceedings are brought as aforesaid shall be 
liable, to the extent of the amount or value of any sums or property recovered by it as 
a result of the proceedings; and 

(c) unless, as a result of the investigation, a prosecution is instituted in pursuance 
of section 49, 

(0 any entity, a partner or designated partner or any other person dealt 
with by the report of the inspector shall be liable to reimburse the Central 
Government in respect of the whole ofthe expenses, unless and except in so far 
as, the Central Government otherwise directs; and 

(if) the applicants for the investigation, where the inspector was appointed 
in pursuance of the provisions of clause (a) of sub-section (/) of section 42, 
shall be liable to such extent, if any, as the Central Government may direct. 

(2) Any amount for which a limited liability partnership or other entity ts liable by 
virtue of clause ( b) of sub-section (/) shall be a first charge on the sums or property 
mentioned in that clause. 

(5) The amount of expenses in respect of which any limited liability partnership, other 
entity, a partner or designated partner or any other person is liable under sub-clause (/) of 
clause (c) of sub-section (/) to reimburse the Central Government shall be recoverable as an 
arrear of land revenue. 

(4) For the purposes of this section, any costs or expenses incurred by the Central 
Government or in connection with proceedings brought by virtue of section 51 shall be 
treated as expenses of the investigation giving rise to the proceedings. 

53. A copy of any report of any inspector or inspectors appointed under this Act, 
authenticated in such manner, if any, as may be prescribed, shall be admissible in any legal 
proceeding as evidence of the opinion of the inspector or inspectors in relation to any 
matter contained in the report. 
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CHAPTERX 

Conversion to limited liability partnership 

54. The provisions of the Second Schedule shall apply to the conversion from firm to 
a limited liability partnership. 


55. The provisions of the Third Schedule shall apply to the conversion from private 
company to a limited liability partnership. 


56. The provisions ofthe Fourth Schedule shall apply to the conversion fromiunlisted 
public company to a limited liability partnership. 

CHAPTER XI 

Foreign limited liability partnership 

57. The Central Government shall make rules for provisions in relation to establishment 
of place of business by foreign limited liability partnership within India and carrying on 
their business therein by — 

(a) applying or incorporating, with such modifications, as appear appropriate, 

the provisions ofthe Companies Act, 1956; and l of 1956. 

(b) in all other respect the provisions of this Act shall apply. 

CHAPTER XII 

Compromise, arrangement or reconstruction of limited liability partnerships 

58. The Central Government shall make rules for provisions in relation to compromise, 
arrangement or reconstruction of limited liability partnerships. 


CHAPTER'XHI 

Winding up and dissolution 

59. The winding up of a limited liability partnership may be either vo luntary qr by the 
Tribunal. 

60. A limited liability partnership may be wound up by the Tribunal, — 

{a) if the limited liability partnership decides that limited liability partnership be 
wound up by the Tribunal; 

(6) if the number of partners ofthe limited liability partnership is reduced below 

two; 

(c) if the limited liability partnership is unable to pay its debts; 

(d) if the limited liability partnership has acted against the interests of the 
sovereignty and integrity of India, the security ofthe State or public order; 

(e) if the limited liability partnership has made a default in filing with the Registrar 
the Statement of Account and Solvency or annual return for any five consecutive 
financial years; 
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(/) if the Tribunal is of the opinion that it is just and equitable that the limited 

liability partnership be wound up. 

61. The Central Government shall make rules for provisions in relation to winding up 
and dissolution of limited liability partnerships. 

CHAPTER XIV 

Miscellaneous 

62. A partner may lend money to and transact other business with the limited liability 
partnership and has the same rights and obligations with respect to the loan or other 
transactions as a person who is not a partner. 

63. (/) The Central Government may, by notification in the Official Gazette, direct that 
any of the provisions of the Companies Act, 1956 specified in the notification— 

(a) shall apply to any limited liability partnership; or 

(Z>) shall apply to any limited liability partnership with such exception, 

modification and adaptation as may be specified in the notification. 

(2) A copy of every notification proposed to be issued under sub-section (7) shall be 
laid in draft before each House of Parliament, while it is in session, for a total period of thirty 
days which may be comprised in one session or in two or more successive sessions, and if, 
before the expiry of the session immediately following the session or the successive sessions 
aforesaid, both Houses agree in disapproving the issue of the notification or both Houses 
agree in making any modification in the notification, the notification shall not be issued or, 
as the case may be, shall be Issued only in such modified form as may be agreed upon by 
both the Houses. 

64. (/) Any document required to be filed, recorded or registered under this Act may 
be filed, recorded or registered in such manner and subject to such conditions as may be 
prescribed. 

(2) Acopy of or an extract from any document electronically filed with or submitted to 
the Registrar which is supplied or issued by the Registrar and certified through digital 
si gnature to be a true copy of or extract from such document shall, in any proceedings, be 
admissible in evidence as of equal validity with the original document 

(2) Any information supplied by the Registrar that is certified by the Registrar through 
digital signature to be a true extract from any document filed or filed with or submitted to the 
Registrar shall, in any proceedings, be admissible in evidence and be presumed, unless 
evidence to the contrary is adduced, to be a true extract from such document. 

65. Subject to the provisions of this Act, if any document or return required to be filed 
or registered under this Act with the Registrar, is not filed or registered in time and is allowed 
to be filed or registered after that time, then, without prejudice to any other action or liability 
under this Act, such document or return may be filed or registered with the Registrar on 
payment of a default fee of five hundred rupees for every day of such delay in addition to 
any fee as is payable for filing of such document or return, as the case may be. 

66. The provisions of this Act shall be in addition to, and not in derogation of, the 
provisions of any other law for the time being in force. 

67. (/) The Tribunal shall discharge such powers and functions as are, or may be, 
conferred on it by or under this Act or any other law for the time being in force. 

(2) Any person aggrieved by an order or decision of Tribunal may prefer an appeal to 
the Appellate Tribunal and the provisions ofsections 10FQ, 10FZA, 10G, 10GD, lOGEand 
I0GF of the Companies Act, 1956 shall be applicable in respect of such appeal. 
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68. Any person guilty of an offence under this Act for which no punishment is 
expressly provided shall be liable to a fine which may extend to five lakh rupees and with a 
further fine which may extend to fifty rupees for everyday after the first day after which the 
default continues. 

69. Where the Registrar has reasonable cause to believe that a limited liability 
partnership is not carrying on business or its operation, in accordance with the provisions 
of this Act, the name of limited liability partnership may be struck off the register of limited 
liability partnerships in such manner and following such procedure as may be prescribed. 


70. Where an offence under this Act committed by a limited liability partnership is 
proved — 

(a) to have been committed with the consent or connivance of a partner or 
partners or designated partner or designated partners of the limited liability 
partnership; or 

( b ) to be attributable to any neglect on the part of the partner or partners or 
designated partner of that limited liability partnership, 

the partner or partners or designated partner or designated partners of the limited liability 
partnership, as the case may be, as well as that limited liability partnership shall bb guilty of 
the offence and shall be liable to be proceeded against and punished accordingly. 

71. Notwithstanding any provision to the contrary in any Act for the timp being in 
force, the Judicial Magistrate of the first class or, as the case may be, the Metropolitan 
Magistrate shall have jurisdiction to try any offence under this Act and shall havq power to 
impose punishment tn respect of the offence. 

72. (7) The Central Government may, by notification in the Official Gazette, make 
rules for carrying out the provisions of this Act. 

(2) In particular, and without prejudice to the generality of the foregoing powers, 
such rules may provide for all or any of the following matter, namely:— 

(a) the particulars of every individual agreeing to act as designated partner of 
limited liability partnership under sub-section (5) of section 7; 

(b) the conditions and requirements under sub-section (4) of section 7; 

(c) the manner of filing the incorporation document and payment of fees payable 

thereof under clause ( b ) of sub-section (7) of section 11; i 

(d) the form of statement to be filed under clause (c) of sub-sectipn (7) of 
section 11; 

(e) the form of incorporation document under clause (a) of sub-section (2) of 
section 11; 

(f) the information to be contained in the incorporation document concerning 
the proposed limited liability partnership under clause (g) of sub-section (2) of 
section 11; 

(g) the mode of serving the documents on a limited liability partnership under 
sub-section (2) of section 13; 

(h) the form and manner of notice to Registrar under sub-section (3) of 
section 13; 

(0 the manner of application and amount of fee payable to the Registrar under 
sub-section (7) of section 16 ;' 

(j) the manner in which names will be reserved by Registrar under sub-section 
(2) of section 16; 

(k) the manner in which an application may be made under sub-section (7) of 
section 18; 

(l) the form and manner of notice of change of name of limited liability partnership 
and the amount of fees payable under section 19; 
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(m) the form and manner of the limited liability partnership agreement and the 
changes made therein and the amount of fees payable under sub-section (2) of 
section 23; 

(n) the form of notice, the amount of fees payable and the manner of 
authentication of the statement under clauses (a), ( b) and (c) of sub-section (2) of 
section 25; 

(o) the manner of accounting and disclosure of monetary value of contribution 
of a partner under sub-section (2) of section 31; 

(p) the books of account and the period of their maintenance under sub-section 
(7) of section 33; 

(q) the form and manner of filing of statement of account and Solvency under 
sub-section (3) of section 33; 

(r) the accounts of a limited liability partnership shall be audited under sub¬ 
section ( 4 ) of section 33; 

(s) the form and manner of filing of annual return under sub-section (7) of 
section 34; 

(t) the manner and amount of fees payable for inspection of statement of 
Accounts and Solvency and Annual Return under section 35; 

(u) destruction of documents by Registrar under section 39; 

(v) the amount required as security under clause (a) of sub-section (3) of 
section 42; 

(w) the amount of security to be given under section 43; 

(x) the fees payable for furnishing a copy under clause (6) of sub-section (2) of 
section 48; 

(y) the manner of authentication of report of inspector under section 53; 

(z) the provisions in relation to foreign limited liability partnerships under 
section 57; 

(za) the provisions in relation to compromise, arrangement or reconstruction 
under section 58-; 

(zb) the provisions in relation to winding up and dissolution of limited liability 
partnerships under section 61; 

(zc) the manner and conditions for filing a document electronically under section 
64; 

(zd) the manner and procedure for striking off the names of limited liability 
partnerships from the register under section 69; 

(ze) the statement and form containing particulars under paragraph 3(a) of the 
Second Schedule; 

(zf) the form, manner and amount of fee payable on the statement under sub- 
paragraph (a) of paragraph 4 of the Third Schedule; 

(zg) the form of certificate of registration under paragraph 5 of the Third Schedule; 

(zh) the form, manner and amount of fee payable on the statement under sub- 
paragraph (a) of paragraph 5 of the Fourth Schedule. 

(3) Every rule or order made under this Act shall be laid, as soon as may be after it is 
made, before each House of Parliament, while it is in session, for a total period of thirty days 
which may be comprised in one session or in two or more successive sessions, and if, 
before the expiry ofthe session immediately following the session or the successive sessions 
aforesaid, both Houses agree in making any modification in the rule, or both Houses agree 
that the rule should not be made, the rule shall thereafter have effect only in such modified 
form or be of no effect, as the case may be; so, however, that any such modification shall be 
without prejudice to the validity of anything previously done under that rule. 

73. (7) If any difficulty arises in giving effect to the provisions of this Act, the Central 
Government may, by order published in the Official Gazette, make such provisions, not 
inconsistent with the provisions of this Act as may appear to it to be necessary for removing 
the difficulty: 

Provided that no such order shall be made under this section after the expiry of a 
period of two years from the commencement of this Act. 

(2) Every order made under this section shall be laid, as soon as may be after it is 
made, before each House of Parliament. 
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THE FIRST SCHEDULE 
[See Section 23(4)] 

Default provisions for limited liability partnerships 

1. The mutual rights and duties of the partners and the mutual rights and duties of the 
limited liability partnership and its partners shall be determined, subject to die terms of any 
limited liability partnership agreement or in the absence of any such agreement, by the 
provisions in this Schedule. 

2. All the partners of a limited liability partnership are entitled to share equally in the 
capital, profits and losses of the limited liability partnership. 

3. The limited liability partnership shall indemnify each partner in respect of payments 
made and personal liabil ities incurred by him — 

( 0 ) in the ordinary and proper conduct of the business of the limited liability 

partnership; or 

(6) in or about anything necessarily done for the preservation of the business 

or property of the limited liability patrtnership. 

4. Every partner may take part in the management of the limited liability partnership. 

5. No partner shall be entitled to remuneration for acting in the business or manage¬ 
ment of the limited liability partnership. 

6. No person may be introduced as a partner without the consent of all the existing 
partners. 

7. Any matter or issue relating to the limited liability partnership shall be decided by 
resolution passed by a majority in number of the partners, and for this purpose, each 
partner shall have one vote. However, no change may be made in the nature of business of 
the limited liability partnership without the consent of all the partners. 

8. Each partner shall render true accounts and foil information of all things affecting 
the limited liability partnership to any partner or his legal representatives. 

9. If a partner, without the consent of the limited liability partnership, carrier on any 
business of the same nature as and competing with the limited liability partnership,! he must 
account for and pay over to the limited liability partnership all profits made by hiift in that 
business. 

10. Every partner shall account to the limited liability partnership for any benefit 
derived by him without the consent of the limited liability partnership from any transaction 
concerning the limited liability partnership, or from any use by him ofthe property, name or 
any business connection of the limited liability partnership. 

11. No majority of the partners can expel any partner unless a power to do so has been 
conferred by express agreement between the partners. 
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THE SECOND SCHEDULE 
[See Section 54] 

Conversion from firm to limited liability partnership 

1. (1) A firm may convert to a limited liability partnership by complying with the 
requirements as to the conversion set out in this Schedule. 

(2) Upon such conversion, the partners of the firm shall be bound by the provisions of 
this Schedule that are applicable to them. 

(5) The Central Government may, by order published in the Official Gazette, amend, 
add to or vary the provisions of this Schedule. 

Explanation. —In this paragraph, “convert”, in relation to a firm converting to a 
limited liability partnership, means a transfer of the property, assets, interests, rights, privi¬ 
leges, liabilities, obligations and the undertaking ofthe firm to the limited liability partnership 
in accordance with the provisions of this Schedule. 

2. A firm may apply to convert to a limited liability partnership in accordance with this 
Schedule if and only if the partners of the limited liability partnership to which the firm is to 
be converted, comprise all the partners of the firm and no one else. 

3. A firm may apply to convert to a limited liability partnership by filing with the 
Registrar — 

(a) a statement by all of its partners in such medium and form and accompanied 
by such fees as the Centra! Government may prescribe, containing the following 
particulars, namely:— 

(/) the name and registration number (if applicable) of the firm; and 

(if) the date on which the firm was registered under the Indian Partnership 

Act, 1932 (9 of 1932) or any written law (if applicable); and 

( b ) incorporation document and statement referred to in section 11. 

4. On receiving the documents referred to in paragraph 3, the Registrar shall subject to 
the provisions of this Act, register the documents and issue a certificate of registration in 
such form as the Registrar may determine stating that the limited liability partnership is, on 
and from the date specified in the certificate, registered under this Act. 

5. (7) Nothing in this Schedule shall be construed as to require the Registrar to register 
any limited liability partnership if he is not satisfied with the particulars or other information 
furnished under the provisions of this Act. 

(2) The Registrar may, in any particular case, require the documents referred to in 
paragraph 3 to be verified in such manner as he considers fit. 

6. On and from the date of registration specified in the certificate of registration issued 
under paragraph 4,— 

(a) there shall be a limited liability partnership by the name specified in the 
certificate of registration registered under this Act; 

(b) all movable and immovable property vested in the firm, all assets, interests, 
rights, privileges, liabilities, obligations relating to the firm and the whole of the 
undertaking of the firm shall be transferred to and shall vest in the limited liability 
partnership without further assurance, act or deed; and 

(c) the firm shall be deemed to be dissolved and if earlier registered under the 
Indian Partnership Act, 1932 (9 of 1932) removed from the records maintained under 
that Act. 

7. If any property to which sub-paragraph ( b ) of paragraph 6 applies is registered with 
any authority, the limited liability partnership shall, as soon as practicable after the date of 
registration, take all necessary steps as required by the relevant authority to notify the 
authority of the conversion and of the particulars of the limited liability partnership in such 
medium and form as the authority may specify. 
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8. All proceedings by or against the firm which are pending in any court or tribunal or 
before any authority on the date of registration may be continued, completed and enforced 
by or against the limited liability partnership. 

9. Any conviction, ruling, order or judgment of any court, tribunal or other authority in 
favour of or against the firm may be enforced by or against the limited liability partnership. 


10. Every agreement to which the firm was a party immediately before the date of 
registration, whether or not of such nature that the rights and liabilities thereunder could be 
assigned, shall have effect as from that day as tf— 

(a) the limited liability partnership were a party to such an agreement instead of 
the firm; and 

( b ) for any reference to the firm, there were substituted in respect of anything to 
be done on or after the date of registration a reference to the limited liability partnership. 

11. All deeds, contracts, schemes, bonds, agreements, applications, instruments and 
arrangements subsisting immediately before the date of registration relating to the firm or to 
which the firm is a party, shall continue in force on and after that date as if they relate to the 
limited liability partnership and shall be enforceable by or against the limited liability partner¬ 
ship as if the limited liability partnership were named therein or were a party thereto instead 
of the firm. 

12. Every contract of employment to which paragraph 10 or paragraph 11 applies shall 
continue to be in force on or after the date of registration as if the limited liability partnership 
were the employer thereunder instead of the firm. 

13. (J) Every appointment of the firm in any role or capacity which is in force immedi¬ 
ately before the date of registration shall take effect and operate from that date as if the 
limited liability partnership were appointed. 

(2) Any authority or power conferred on the firm which is in force immediately before 
the date of registration shall take effect and operate from that date as if it were conferred on 
the limited liability partnership. 

14. The provisions of paragraphs 6 to 13 (both inclusive) shall not apply to any 
approval, permit or licence issued under any written law to the firm which is in forde immedi¬ 
ately before the date of registration of the limited liability partnership. 

15. (/) Notwithstanding anything in paragraphs 6 to 13 (both inclusive), every partner 
of a firm that has converted to a limited liability partnership shall continue to be personally 
liab le (jointly and severally with the limited liability partnership) for the liabilities and obliga¬ 
tions of the firm which were incurred prior to the conversion or which arose from any 
contract entered into prior to the conversion. 

(2) If any such partner discharges any liability or obligation referred to in sub-para¬ 
graph (]), he shall be entitled (subject to any agreement with the limited liability partnership 
to the contrary) to be fully indemnified by the limited liability partnership in respect of such 
liability or obligation. 

16. (/) The limited liability partnership shall ensure that for a period of twelve months 
commencing not later than fourteen days after the date of registration, every official corre¬ 
spondence of the limited liability partnership bears the following-. 

(a) a statement that it was, as from the date of registration, converted from a firm 
to a limited liability partnership; and 

( b ) the name and registration number (if applicable) of the firm from which it was 
converted. 

(2) Any limited liability partnership which contravenes the provisions of sub-para¬ 
graph (/) shall be punishable with fine which shall not be less than ten thousand rupees but 
which may extend to one lakh rupees and with a further fine which shall not be less than fifty 
rupees but which may extend to five hundred rupees for every day after the first day after 
which the default continues. 
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THE THIRD SCHEDULE 
[See Section 55] 

Conversion from private company to limited liability partnership 

1. In this Schedule, unless the context otherwise requires,— 

(а) “company” means a private company as defined in clause (in) of sub¬ 
section (7) of section 3 of the Companies Act, 1956 (1 of 1956); 

(б) “convert”, in relation to a private company converting to a limited liability 
partnership, means a transfer of the property, assets, interests, rights, privileges, 
liabilities, obligations and the undertaking of the private company to the limited 
liability partnership in accordance with this Schedule. 

2. The Central Government may, by order published in the Gazette, amend, add to or 
vary the provisions of this Schedule. 

3. (/) A company may convert to a limited liability partnership by complying with the 
requirements as to the conversion set out in this Schedule. 

(2) A company may apply to convert to a limited liability partnership in accordance 
with this Schedule if and only if— 

(a) there is no security interest in its assets subsisting or in force at the time of 
application; and 

( b) the partners of the limited liability partnership to which it converts comprise 
all the shareholders of the company and no one else. 

(3) Upon such conversion, the company, its shareholders, the limited liability partner¬ 
ship to which the company has converted and the partners of that limited liability partner¬ 
ship shall be bound by the provisions of this Schedule that are applicable to them. 

4. A company may apply to convert to a limited liability partnership by filing with the 
Registrar— 

(a) a statement by all its shareholders in such form and manner to be accompanied 
by such fees as the Central Government may prescribe, containing the following 
particulars, namely:— 

(0 the name and registration number of the company; and 

(ii) the date on which the company was incorporated under the Companies 

Act, 1956(1 of 1956); and 

(b) incorporation document and statement referred to in section 11. 

5. On receiving the documents referred to in paragraph 3, the Registrar shall, subject 
to the provisions of this Act and the rules made thereunder register the documents and 
issue a certificate of registration in such form as the Central Government may prescribe 
stating that the limited liability partnership is, on and from the date specified in the certifi¬ 
cate, registered under this Act. 

6. (7) Nothing in this Schedule shall be construed as to require the Registrar to 
register any limited liability partnership if he is not satisfied with the particulars or other 
information furnished under the provisions of this Act. 

(2) The Registrar may, in any particular case, require the documents referred to in 
paragraph 3 to be verified in such manner as he considers fit. 

7. On and from the date of registration specified in the notice of registration issued 
under paragraph 4— 

(a) there shall be a limited liability partnership by the name specified in the 
certificate of registration registered under this Act; 

(b) all movable and immovable property vested in the company, all assets, 
interests, rights, privileges, liabilities, obligations relating to the company and the 
whole of the undertaking of the company shall be transferred to and shall vest in the 
limited liability partnership without further assurance, act or deed; and 
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(c) the company shall be deemed to be dissolved and removed from the records 
of the Registrar of Companies. 

8. If any property to which clause ( b ) of paragraph 7 applies is registered with any 
authority, the limited liability partnership shall as soon as practicable after the date of 
registration, take all necessary steps as required by the relevant authority to notify the 
authority of the conversion and of the particulars of the limited liability partnership in such 
medium and form as the authority may determine. 

9. All proceedings by or against the company which are pending before any court, 
tribunal or other authority on the date of registration may be continued, completed and 
enforced by or against the limited liability partnership. 

10. Any conviction, ruling, order or judgment of any court, tribunal or other authority 
in favour of or against the company may be enforced by or against the limited liability 
partnership. 

11. Every agreement to which the company was a party immediately before the date of 
registration, whether or not of such nature that the rights and liabilities thereunder could be 
assigned, shall have effect as from that day as if— 

(a) the limited liability partnership were a party to such an agreement instead of 
the company; and 

(b) for any reference to the company, there were substituted in respect of 
anything to be done on or after the date of registration a reference to the limited 
liability partnership. 

12. All deeds, contracts, schemes, bonds, agreements, applications, instruments and 
arrangements subsisting immediately before the date of registration relating to the com¬ 
pany or to which the company is a party shall continue in force on and after that date as if 
they relate to the limited liability partnership and shall be enforceable by or against the 
limited liability partnership as if the limited liability partnership were named therein or were 
a party thereto instead of the company. 

13. Every contract of employment to which paragraph 11 or paragraph 12 applies shall 

continue in force on or after the date of registration as if the limited liability partnership were 
the employer thereunder instead of the company. i 

14. (/) Every appointment of the company in any role or capacity which is in force 
immediately before the date of registration shall take effect and operate from that date as if 
the limited liability partnership were appointed. 

(2) Any authority or power conferred on the company which is in force immediately 
before the date of registration shall take effect and operate from that date as ijf .it were 
conferred on the limited liability partnership. 

15. The provisions of paragraphs 7 to 14 (both inclusive) shall not apply to any 
approval, permit or licence issued under any written law to the company which is in force 
immediately before the date of registration of the limited liability partnership. 

16. (/) The limited liability partnership shall ensure that for a period of twelve months 
commencing not later than fourteen days after the date of registration, every official corre¬ 
spondence of the limited liability partnership bears the following, namely:— 

{a) a statement that it was, as from the date of registration, converted from a 
company to a limited liability partnership; and 

(. b ) the name and registration number of the company from which it was 
converted. 

(2) Any limited liability partnership which contravenes the provisions of sub-para¬ 
graph (/) shall be punishable with fine which shall not be less than ten thousand rupees but 
which may extend to one lakh rupees and with a further fine which shall not be less than fifty 
rupees but which may extend to five hundred rupees for every day after the first day after 
which the default continues. 
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THE FOURTH SCHEDULE 
[See Section 56] 

Conversion from unlisted public company to limited liability partnership 

1. (/) In this Schedule, unless the context otherwise requires,— 

(a) “company” means an unlisted public company; 

(b) “convert”, in relation to a company converting to a limited liability partnership, 
means a transfer of the property, assets, interests, rights, privileges, liabilities, 
obligations and the undertaking of the company to the limited liability partnership in 
accordance with the provision of this Schedule; 

*(c) “listed company” means a listed company as defined in the SEBI (Disclosure 
and Investor Protection) Guidelines, 2000 issued by the Securities and Exchange 
Board of India under section 11 of the Securities of the Securities and Exchange 
Board of India Act, 1992 (15 of 1992). 

{d) “unlisted public company”, means a company which is not a listed company. 

2. The Central Government may, by order published in the Official Gazette, amend, 
add to or vary the provisions of this Schedule. 

3. (7) A company may convert to a limited liability partnership by complying with the 
requirements as to the conversion set out in this Schedule. 


(2) Upon such conversion, the company, its shareholders, the limited liability partner¬ 
ship to which the company has converted and the partners of that limited liability partner¬ 
ship shall be bound by the provisions of this Schedule that are applicable to them. 

4. A company may apply to convert to a limited liability partnership in accordance 
with this Schedule if and only if— 

(а) there is no security interest in its assets subsisting or in force at the time of 
application; and 

(б) the partners of the limited liability partnership to which it converts comprise 
all the shareholders of the company and no one else. 

5. A company may apply to convert to a limited liability partnership by filing with the 
Registrar— 

(а) a statement by all its shareholders in such form and manner to be accompa¬ 
nied by such fees as the Central Government may prescribe containing the following 
particulars, namely:— 

( i ) the name and registration number of the company; and 

(ii) the date on which the company was incorporated under the Companies 

Act, 1956(1 of 1956); and 

(б) incorporation document and statement referred to in section 11. 

6. On receiving the documents referred to in paragraph 5, the Registrar shall subject 
to the provisions of this Act, and the rules made thereunder, register the documents and 
issue a certificate of registration in such form as the Registrar may determine stating that the 
limited liability partnership is, on and from the date specified in the certificate, registered 
under this Act. 

7. (/) Nothing in this Schedule shall be construed as to require the Registrar to 
register any limited liability partnership if he is not satisfied with the particulars or other 
i nformation furnished under the provisions of this Act. 

(2) The Registrar may, in any particular case, require the documents referred to in 
paragraph 3 to be verified in such manner as he considers fit. 
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8. On and from the date of registration specified in the notice of registration issued 
under paragraph 4 — 

(a) there shall be a limited liability partnership by the name specified in the 
certificate of registration registered under this Act; 

( b ) all movable and immovable property vested in the company, all assets, 
interests, rights, privileges, liabilities, obligations relating to the company and the 
whole of the undertaking of the company shall be transferred to and shall vest in the 
limited liability partnership without further assurance, act or deed; and 

(c) the company shall be deemed to be dissolved and removed from the records 
of the Registrar of Companies. 

9. If any property to which clause ( b) of paragraph 8 applies is registered with any 
authority, the limited liability partnership shall as soon~as practicable after the date of 
registration, take all necessary steps as required by the relevant authority to notify the 
authority of the conversion and of the particulars of the limited liability partnership in such 
medium and form as the authority may determine. 

10 . All proceedings by or against the company which are pending in any court or 
tribunal or before an authority on the date of registration may be continued, completed and 
enforced by or against the limited liability partnership. 

11 . Any conviction, ruling, order or judgment of any court, tribunal or other authority 
in favour of or against the company may be enforced by or against the limited liability 
partnership. 

12 . Every agreement to which the company was a party immediately before the date 
of registration, whether or not of such nature that the rights and liabilities thereunder could 
be assigned, shall have effect as from that day as if— 

(а) the limited liability partnership were a party to such an agreement instead of 
the company; and 

(б) for any reference to the company, there were substituted tn respect of 
anything to be done on or after the date of registration a reference to the limited 
liability partnership. 

13 . All deeds, contracts, schemes, bonds, agreements, applications, instruments and 
arrangements subsisting immediately before the date of registration relating to the com¬ 
pany or to which the company is a party shall continue in force on and after that date as if 
they relate to the limited liability partnership and shall be enforceable by or against the 
limited liability partnership as if the limited liability partnership were named therein dr were 
a party thereto instead of the company. 

14. Every contract of employment to which paragraph 12 or paragraph 13 applies shall 
continue in force on or after the date of registration as if the limited liability partnership were 
the employer thereunder instead of the company. 

15 . (1) Every appointment of the company in any role or capacity which is in force 
immediately before the date of registration shall take effect and operate from that date as if 
the limited liability partnership were appointed. 

(2) Any authority or power conferred on the company which is in force immediately 
before the date of registration shall take effect and operate from that date as if it were 
conferred on the limited liability partnership were appointed. > 

16 . The provisions of paragraphs 8 to 15 (both inclusive) shall not apply to any 
approval, permit or licence issued under any written law to the company which is in force 
immediately before the date ofregistration ofthe limited liability partnership. 
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17. (/) The limited liability partnership shall ensure that for a period of twelve months 
commencing not later than fourteen days after the date of registration, every official corre¬ 
spondence of the limited liability partnership bears the following; 

(a) a statement that it was, as from the date of registration, converted from a 
company to a limited liability partnership; and 

( b) the name and registration number of the company from which it was 
converted. 

(2) Any limited liability partnership which contravenes the provisions of sub-para¬ 
graph (7) shall be punishable with fine which shall not be less than ten thousand rupees but 
which may extend to one lakh rupees and with a further fine which shall not be less than fifty 
rupees but which may extend to five hundred rupees for every day after the first day after 
which the default continues. 
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STATEMENT OF OBJECTS AND REASONS 

With the growth of the Indian economy, the role played by its entrepreneurs as well 
as its technical and professional manpower has been acknowledged internationally. It is 
felt opportune that entrepreneurship, knowledge and risk capital combine to provide a 
further impetus to India’s economic growth. In this background, a need has beien felt for a 
new corporate form that would provide an alterhative to the traditional partnership, with 
unlimited personal liability on the one hand, and, the statute-based governance structure of 
the limited liability company on the other, in order to enable professional expertise and 
entrepreneurial initiative to combine, organize and operate in flexible, innovative and efficient 
manner. 

2. The Limited Liability Partnership (LLP) is viewed as an alternative corporate business 
vehicle that provides the benefits of limited liability but allows its members the flexibility of 
organizing their internal structure as a partnership based on a mutually arrived agreement. 
The LLP form would enable entrepreneurs, professionals and enterprises providing services 
of any kind or engaged in scientific and technical disciplines, to form commercially efficient 
vehicles suited to their requirements. Owing to flexibility in its structure and operation, the 
LLP would also be a suitable vehicle for small enterprises and for investment by venture 
capital. 

3. The salient features of the Limited Liability Partnership Bill, 2006, inter alia, are as 
follows:— 

(0 The LLP shall be a body corporate and a legal entity separate from its 
partners. Any two or more persons, associated for carrying on a lawful business with 
a view to profit, may by subscribing their names to an incorporation document and 
filing the same with the Registrar, form a Limited Liability Partnership. The LLP will 
have perpetual succession; 

(if) The mutual rights and duties of partners of an LLP inter se and those of the 
LLP and its partners shall be governed by an agreement between partners dr between 
the LLP and the partners subject to the provisions of the proposed legislation. The 
Bill, if enacted, would provide flexibility to devise the agreement as per their choice. 
In the absence of any such agreement, the mutual rights and duties shall bb governed 
by the provisions of proposed legislation; 

(«0 The LLP will be a separate legal entity, liable to the full extent of its assets, 
with the liability of the partners being limited to their agreed contribution in the LLP 
which may be of tangible or intangible nature or both tangible and intangible in 
nature. No partner would be liable on account of the independent or unauthorized 
actions of other partners or their misconduct; 

(/v) Every LLP shall have at least two partners and shall also have at least two 
individuals as Designated Partners, of whom at least one shall be resident in India. 
The duties and obligations of Designated Partners shall be as provided in the law; 

(v) The LLP shall be under an obligation to maintain annual accounts reflecting 
true and fair view of its state of affairs. A statement of accounts and solvency shall be 
filed by every LLP with the Registrar every year. The accounts of LLPs sfrall also be 
audited, subject to any class of LLPs being exempted from this requirement by the 
Central Government; 

(vi) The Central Government shall have powers to investigate the affairs of an 
LLP, if required, by appointment of competent inspector for the purpose; 

(v«) The proposed legislation would confer powers on the Central Government 
to apply such provisions of the Companies Act, 1956 to provide, inter alia, for 
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mergers, amalgamations, winding up and dissolutions of LLPs, as appropriate, by 
notification with such changes or modifications as deemed necessary. However, 
such notifications shall be laid in draft before each House of Parliament for a total 
period of 30 days and shall be subject to any modification as may be approved by 
both Houses; 

(vm) The Indian Partnership Act, 1932 shall not be applicable to LLPs. Other 
entities may convert themselves to LLP in accordance with provisions of the proposed 
legislation; 

(ix) The Central Government shall have powers to make rules for carrying out 
the provisions of the proposed legislation. 

4. The Bill seeks to achieve the above objectives. 


New Delhi; 

The 12 th December, 2006. 


PREM CHAND GUPTA. 
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Notes on clauses 

Clause 2- This clause defines various expressions used in the Bill for the purposes 
of certainty in the interpretation of the proposed legislation, e.g., “foreign limited liability 
partnership” as limited liability partnership which is formed, registered or incorporated 
outside India and establishes a place of business in India; ‘limited liability partnership’ 
as a partnership formed and registered under the proposed legislation; ‘limited liability 
partnership agreement’ as a written agreement between the partners of the iimitdd liability 
partnership or between the limited liability partnership and its partners which determines 
the mutual rights and duties of the partners and their rights and duties in relation to 
such partnership; and ‘partner’ in relation to limited liability partnership, as any person 
who has been admitted as a partner in the limited liability partnership in accordance 
with the limited liability partnership agreement. 

Clause 3 - This clause seeks to provide that Limited Liability Partnership (LLP) is 
to be a body corporate having perpetual succession and a legal entity separate from its 
partners and any change inthe partners of such partnership shall not affect its liabilities. 

Clause A.~ This clause seeks to provide that the provisions of the Indian 
Partnership Act, 1932 (9 of 1932) shall not apply to an LLP. 

Clause 5 - This clause seeks to provide that an individual or a body corporate 
may become a partner in an LLP and also requirements of obtaining a Partner 
Identification Number from the Central Government by every Designated Partner. 

Clause 6- This clause seeks to provide that an LLP shall consist of at least two 
partners and also provides that in a situation where the number of partners is reduced 
to one and such LLP carries on business with such sole partner for more than six 
months and then such partner, if having knowledge of such a situation, shall be liable 
personally for the obligations of the LLP. 

Clause 7.- This clause seeks to provide that an LLP shall have at least two 
Designated Partners who shall be individuals and at least one of them shall be; resident 
in India. Particulars of every designated partner who agrees to act as such shall be filed 
with Registrar. It also seeks to empower Central Government to make rules for prescribing 
conditions and requirements for an individual to be a Designated Partner. 

Clause 8—This clause seeks to provide for the manner in which an individual can 
become a Designated Partner and also provides for the procedure and time period for 
filling up of a vacancy of a Designated Partner. If no Designated Partner is appointed, 
or if at any time there is only one Designated Partner, each partner of the LLP 1 shall be 
deemed to be a Designated Partner. 

Clause 9- This clause seeks to provide for the obligation of an LLP to appoint an 
individual (resident of India) as a Designated Partner, within thirty days, and liabilities 
and duties of the Designated Partner who shall be — 

(a) answerable for the doing of all acts, matters and things as are required to be 
done by the LLP in respect of compliance of the provisions of this Bill including filing 
of any document, return, statement and the like report pursuant to the provisions of 
this Bill and as may be specified in the LLP Agreement; and 

(b) liable to all penalties imposed on the LLP for any contravention of those 
provisions. 

Clause 10.- This clause seeks to provide that if the LLP fails to appoint Designated 
Partners under sub-clause (1) of clause 7 of the Bill, then the LLP and its every partner 
shall be punishable with fine which shall not be less than ten thousand rupees but 
which may extend to five lakh rupees. The clause also seeks to provide that if an LLP 
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does not meet other requirements provided in clauses 7, 8 and 9 in relation to Designated 
Partners, the LLP and its every partner shall be punishable with fine which shall not be 
less than ten thousand rupees and may extend to one lakh rupees. 

Clause 11- This clause seeks to provide for manner of filing of incorporation 
document and other statement of LLP with Registrar and also the contents and form of 
the incorporation document. It also seeks to provide for penalties for making statement 
by any person, knowing it to be false, or not believing it to be true, which shall not be 
less than ten thousand rupees and may extend to five lakh rupees and also for 
imprisonment for a term which may extend to two years. 

Clause 12.- This clause seeks to provide for registration of incorporation document 
of LLP and issue of a certificate of its incorporation by the Registrar. 

Clause 13.- This clause seeks to provide that every LLP shall have a registered 
office to which all communications will be made and received. It also seeks to provide 
for mode of serving the documents to LLP and intimating the change of the address of 
the registered office in the prescribed manner to the Registrar. This clause further 
seeks to provide for penalties of not less than two thousand rupees which may extend 
to twenty five thousand rupees in case the LLP contravenes the provisions of this 
clause. 

Clause 14 - This clause seeks to provide that LLP shall be a body corporate and 
can sue and be sued, acquire, own, hold and develop or dispose of property and have 
a common seal. 

Clause 15.- This clause seeks to provide an obligation on every LLP to suffix 
“limited liability partnership” or “LLP” with its name. The clause also seeks to provide 
that no LLP shall be registered with an undesirable name or a name which is identical or 
nearly resembles to that of any other partnership firm or an LLP or a body corporate or 
a registered trade mark or a trade mark the application of which is pending. 

Clause 16.- This clause seeks to provide for making of an application for 
reservation of proposed name of the LLP or change of its existing name to the Registrar 
who may reserve the name for a period of three months. It also seeks to empower the 
Central Government to make rules regarding form, manner and fees payable on such 
application. The clause further seeks to empower the Central Government to frame 
rules which may be followed by Registrars while reserving names of LLPs. 

Clause 17 - This clause seeks to empower the Central Government to give direction 
to the LLP to rectify its name if the name registered is undesirable or so nearly resembles 
the name of any other LLP or body corporate or other name as to be likely to be 
mistaken for it. It seeks to provide for imposition of a fine of not less than ten thousand 
rupees but which may extend to five lakh rupees in case the LLP fails to comply with 
such direction. 

Clause 18 - This clause seeks to provide for an application to be made by an LLP 
to the Registrar in case another LLP has been incorporated with the same name 
subsequently, for giving a direction to the LLP (subsequently registered) to change its 
name. A period of twenty-four months has been provided within which the former LLP 
will have to make an application to the Registrar. 

Clause 19- The clause seeks to provide that an LLP may change its name by 
filing with the Registrar a notice of such change in such form, and manner and on 
payment of fee as may be prescribed by the rules. 

Clause 20.- This clause seeks to provide for imposition of a fine which may 
extend to five lakh rupees in case any person carries on business using the words 
“Limited Liability Partnership” or “LLP” without getting incorporated as LLP. 

Clause 21This clause seeks to provide that every LLP shall ensure that its 
invoices and official correspondence bear the name, address and registration number 
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ofthe LLP and the statement that it is registered with limited liability. It also seeks to 
provide for imposition of a fine of not less than two thousand rupees but which may 
extend to twenty five thousand rupees in case the LLP contravenes these provisions. 

Clause 22- This clause seeks to provide that the persons who subscribe their 
names to the incorporation document shall be partners of LLP and any other person 
may also become partner of the LLP in accordance with its Agreement. 

Clause 23.- This clause seeks to provide that the mutual rights and duties of the 
partners of the LLP, inter se, and that of the LLP and its partners shall be governed by 
the LLP Agreement and in absence of any such Agreement, such mutual rights and 
duties shall be determined as set out in the First Schedule of the Bill. It also,seeks to 
empower the Central Government to prescribe, by rules, the form, manner and fees for 
filing the LLP Agreement and informing changes therein. This clause further seeks to 
provide that any agreement, made before the incorporation of LLP, between the partners 
who subscribe their names to the incorporation document may impose obligation on 
LLP. if ratified by all the partners after its incorporation. 

Clause 24.- This clause seeks to provide for the circumstances under which a 
person may cease to be a partner of an LLP and for his obligation to the LLP or to the 
other partners or to other persons incurred during the period when he was partner of 
the LLP. It also seeks to provide that a former partner or a person entitled to his share 
in case of death or insolvency of former partner shall not have any right to interfere in 
the management of the LLP. 

Clause 25 - This clause seeks to provide for the requirement and the procedure 
for filing notice about changes in the name and addresses of partners of the LLP to the 
Registrar. It also seeks to provide for imposition of a fine of not less than two thousand 
rupees but which may extend to twenty five thousand rupees in case the LLP fails to 
intimate such changes to the Registrar. 

Clause 26 - This clause seeks to provide that every partner of the LLP is agent of 
the LLP but not of other partners. 

Clause 27.- This clause seeks to provide that the LLP shall not be bound by 
anything done by a partner in dealing with a person if that partner has no authority to 
act for LLP in doing a particular act and the person with whom he is dealing also knows 
that the partner has no authority for such act and to provide that an obligation^ LLP, 
whether arising out of contract or otherwise will solely be the obligation of LLP. It also 
seeks to provide that liabilities of LLP are to be met from the property of LLP. It further 
seeks to provide that LLP shall be liable for a wrongful act or omission by a partner in 
the course of the business of the LLP or with its authority. It further seeks to provide 
that the obligation of an LLP shall not affect the personal liability of a partner for his 
own wrongful act or omission but a partner shall not be personally liable for wrongful 
act or omission of any other partner. 

Clause 28.- This clause seeks to provide that the partner is not personally liable 
directly or indirectly for an obligation of LLP solely by reason of his being a partner of 
the LLP. 

Clause 29.- This clause seeks to provide for unlimited liability of the LLP and its 
partners in case LLP or any of its partners carry out an act with intent to defraud 
creditors of the LLP or any other person or if they carry out an act for any fraudulent 
purpose. The clause further seeks to provide that in case any such act is carried out by 
a partner, the LLP is liable to the same extent as the partner unless it is established by 
the LLP that such act was without the knowledge or the authority of the LLP. This 
clause further seeks to provide that any person who knowingly carries such act shall be 
punishable with imprisonment for a term which may extend to two years and with fine 
which shall not be less than fifty thousand rupees but which may extend to five lakh 
rupees. 
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Clause 30 - This clause seeks to provide that the Court or Tribunal may reduce or 
waive any penalty leviable against any partner or employee of an LLP in case such 
partner or employee has provided useful information during investigation of such LLP 
for finding out the offence. The clause further seeks to provide that no such partner or 
employee shall be discharged, demoted, suspended, threatened, harassed or in any 
other manner discriminated merely because ofhis providing information to the Court or 
Tribunal. 

Clause 31This clause seeks to provide various kinds in which contributions 
may be made by partners of an LLP and the manner in which such contributions shall be 
valued and disclosed in the accounts of the LLP. 

Clause 32.- This clause seeks to provide that obligation of a partner to make 
contribution shall be as per the LLP Agreement. The clause further seeks to provide 
that a creditor of an LLP may enforce the original obligation against any partner of the 
LLP without notice of any subsequent compromise between partners. 

Clause 33This clause seeks to provide for requirement relating to maintenance 
of proper books of accounts by the LLP relating to its affairs for each year and for filing 
of an annual Statement of Accounts and Solvency with the Registrar in such form and 
manner as may be prescribed. This clause seeks to empower the Central Government to 
prescribe rules for the manner in which the accounts of LLPs shall be audited. It also 
seeks to empower the Central Government to grant exemption to any class or classes of 
LLPs from this requirement. It also seeks to provide for imposition of a fine of not less 
than one lakh rupees but which may extend to five lakh rupees for LLP and of a fine of 
not less than ten thousand rupees but which may extend to one lakh rupees for 
Designated Partner of LLP, in case the LLP fails to comply with these provisions. 

Clause 34 - This clause seeks to provide that every LLP shall be required to file 
with the Registrar an Annual Return every year. It also seeks to empower the Central 
Government to specify, by rules, the contents of such Annual Return. The clause also 
seeks to provide that any LLP which fails to comply with these provisions shall be 
punishable with fine which shall not be less than one lakh rupees but which may extend 
to five lakh rupees and the Designated Partner of such LLP shall be punishable with 
fine which shall not be less than ten thousand rupees but which may extend to one lakh 
rupees. 

Clause 35 - This clause seeks to provide that the Statement of Accounts and 
Solvency and Annual Return filed by each LLP with the Registrar shall be available for 
inspection in the office of the Registrar by the public. It also seeks to empower the 
Central Government to prescribe by rules, the manner and amount of fees for such 
inspection. 

Clause 36.- This clause seeks to provide that if any person makes any statement 
in any return, statement or other document under this Bill which is false in any material 
particular, or which omits any material fact, knowingly, he shall be punishable with 
imprisonment for a term which may extend to two years and shall also be liable to fine 
which may extend to five lakh rupees but which shall not be less than one lakh rupees. 

Clause 37.- This clause seeks to empower the Registrar to call for information 
from any present or former partner or Designated Partner or employee of the LLP or to 
summon them before him for the purpose of carrying out the provisions of this Bill. The 
clause seeks to provide that any person who, without lawful excuse, fails to comply 
with any summons or requisition of the Registrar under this clause shall be punishable 
with fine which shall not be less than two thousand rupees but which may extend to 
twenty-five thousand rupees. 

Clause 38-This clause seeks to provide for empowering the Central Government 
to compound any offence under this Bill which is punishable with fine by collecting a 
surn not exceeding the amount of maximum fine prescribed for such offence. 
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Clause 39- This clause seeks to empower the Central Government to prescribe 
by rules the manner in which the Registrar may destroy any document filed or registered 
with him by the LLPs. 

Clause 40 - This clause seeks to provide that in case any LLP is in default in 
complying with the provisions relating to filing with the Registrar of any returnj, account 
or other document or giving of any notice to him, the Registrar may make an application 
before the Tribunal for making an order for directions in order to make good the default 
within a time frame. 

Clause 41.- This clause seeks to provide that the rights of a partner to d share of 
the profits and losses of the LLP and to receive distributions shall be transferable in 
accordance with the LLP Agreement and such transfer shall not by itself <iause the 
disassociation of the partner or a dissolution and winding up of the LLP. The clause 
further seeks to provide that such transfer would not entitle the transferee to participate 
in the management of the LLP. 

Clause 42.- This clause seeks to provide the circumstances under which 
investigation of the affairs of an LLP may be ordered and the inspectors appointed by 
the Central Government to carry out such investigation. 

Clause 43.- This clause seeks to provide that an application by partners of the 
LLP for investigation of the LLP shall be supported by such evidence as the [Tribunal 
may require and that the Central Government may require the applicants to give security 
of such amount as may be prescribed for payment of the costs of the investigation. 

Clause 44.- This clause seeks to prohibit a firm, body corporate or other 
association to be appointed as an inspector. 

Clause 45 - This clause seeks to provide that the inspector appointejd by the 
Central Government to investigate the affairs of the LLP under this Bill may tarry out 
investigation into the affairs of other entities associated with the LLP in th£ past or 
present or of partner or designated partner, after seeking prior approval of thi Central 
Government. 

Clause 46.- This clause seeks to provide the duty of the Designated Partner and 
partners of the LLP to preserve and produce all books, papers relating to the LljP before 
inspector and otherwise give all assistance to the inspector for investigation. This 
clause also seeks to empower the inspector to examine such persons on oafh. This 
clause further seeks to provide that if any person fails without reasonable jcause or 
refuses to produce before an inspector any book or paper or furnish any (relevant 
information or to appear before the inspector personally when required to Ido or to 
answer any question which is put to him by the inspector under this clause ojr to sign 
the notes of any examination, he shall be punishable with fine which shall ncjt be less 
than two thousand rupees but which may extend to twenty five thousand rupees and 
with a further fine which shall not be less than fifty rupees but which may extepd to five 
hundred rupees for every day after the first day after which the default continues. 

Clause 47.- This clause seeks to empower the inspector appointed by th^ Central 
Government under this Bill to investigate the affairs of an LLP, to enter the plate where 
books and papers kept, search and seize the documents or books or papers reflating to 
LLP, after seeking permission from the judicial Magistrate First Class or Metropolitan 
Magistrate in this regard, if he has reasonable cause that the partner of suclj LLP or 
other entity may destroy, mutilate, alter, falsify or secret the documents. Tlje clause 
also seeks to empower inspector to keep such books and papers in his custcjdy for a 
period not exceeding six months for investigation and return the same, after needful is 
done, to the concerned entity or person and inform the Magistrate of such reiturn. 

Clause 48.- This clause seeks to provide that an inspector investigating an LLP 
may, and if so directed by the Central Government, shall make interim reports to that 
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Government in relation to an investigation carried out by him. It further seeks to provide 
that on conclusion of the investigation, a final report shall be made to Central Government 
by the inspector. This clause further seeks to provide that the Central Government 
shall forward a copy of the report other than interim report to the concerned LLP or 
related entity or persons. A copy of such report may also be furnished to any person or 
entity related to or affected by the report on the request and on payment of prescribed 
fee. 


Clause 49- This clause seeks to provide that if, from the inspectors report, it 
appears to the Central Government that any person in relation to LLP or any other 
entity being investigated has been guilty of any offence for which he is liable, the 
Central Government may prosecute such person for the offence. The clause further 
seeks to provide that it shall be the duty of all partners, Designated Partners and other 
employees and agents of the LLP to give the Central Government all assistance in 
connection with such prosecution. 

Clause 50.- This clause seeks to provide that if any such LLP is liable to be 
wound up under this Bill or any other law and it appears to the Central Government from 
report made by an Inspector under clause 48 that it is expedient to do so by reason that 
the business of the LLP is being conducted with an intent to defraud its creditors, 
partners or any other person, or otherwise for a fraudulent or unlawful purpose, or in a 
manner oppressive or unfairly prejudicial to some or any of its partners, or that the LLP 
was formed for any fraudulent or unlawful purpose; or that any of the partners of the 
LLP has been guilty of fraud, misfeasance or other misconduct towards the LLP or 
towards its other partners, the Central Government may, cause to be presented to the 
Tribunal by any person authorised by it, a petition for the winding up of the LLP on the 
just and equitable grounds. 

Clause 51.- This clause seeks to provide that if from any report of inspector, it 
appears to the Central Government that proceedings ought, in the public interest, to be 
brought by the LLP or any entity whose affairs have been investigated for the recovery 
of damages in respect of any fraud, misfeasance or other misconduct in connection 
with the promotion or formation, or the management of the affairs, of such LLP or such 
other entity or for the recovery of any property of such LLP or such other entity, which 
has been misapplied or wrongfully retained, the Central Government may itself bring 
proceedings for that purpose. 

Clause 52 - This clause seeks to provide about the manner in which the expenses 
of an investigation by an inspector appointed by the Central Government under this 
Bill shall be defrayed and reimbursed. The clause also seeks to provide that any amount 
For which an LLP or other entity is liable, shall be a first charge on the sums or property 
recovered by such LLP or other entity during investigation. The clause further seeks to 
provide that the amount of expenses in respect of which any LLP, other entity, a partner 
or Designated Partner or any other person is liable to reimburse the Central Government 
shall be recoverable as an arrear of land revenue. The clause further seeks to provide 
that any costs or expenses incurred by the Central Government or in connection with 
proceedings for recovery of damages or property brought by virtue of this Bill shall be 
treated as expenses of the investigation. 

Clause 53 - This clause seeks to provide that a copy of any report of any inspector 
appointed under this Bill, authenticated in a manner as may be prescribed by rules, 
shall be admissible in any legal proceeding as evidence of the opinion of the inspector 
or inspectors in relation to any matter contained in the report. 

Clause 54.- This clause seeks to provide that provisions contained in the Second 
Schedule shall apply at the time of conversion of a firm to an LLP. 

Clause 55 - This clause seeks to provide that provisions contained in Third 
Schedule shall apply at the time of conversion of a private limited company to an LLP. 
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Clause 56.- This clause seeks to provide that provisions contained in the Fourth 
Schedule shall apply at the time of conversion of an unlisted public company tb an LLP. 

Clause 57 - This clause seeks to empower the Central Government to make rules 
for provisions in relation to establishment of place of business by foreign Llj,P within 
India and carrying on their business therein by applying or incorporating, with such 
modifications, as appear appropriate, the provisions of the Companies Act, 1*956. The 
clause further seeks to state that in all other respect the provisions of this Bill shall 
apply. 

Clause 58“ This clause seeks to empower the Central Government to mpke rules 
with regard to compromise, arrangement or reconstruction of the LLPs. 

Clause 59.- This clause seeks to provide that the winding up of an LLP may be 
either voluntary or by the Tribunal. 

Clause 60- This clause seeks to specify the circumstances in which an LLP may 
be wound up by the Tribunal. 

Clause 61- This clause seeks to empower the Central Government to make rules 
for provisions in relation to winding up and dissolution of LLPs. 

Clause 62.- This clause seeks to provide that a partner may lend money to and 
transact other business with the LLP and that he shall have the same rights and 
obligations with respect to the loan or other transactions as a person who, is not a 
partner. 

Clause 63“ This clause seeks to empower the Central Government, to direct, by 
notification in the Official Gazette, that any of the provisions of the Companies Act, 
1956 shall apply to any LLP or shall apply to any LLP with such exception, modification 
and adaptation as may be specified in the notification. The clause further seeks to 
provide that such notification shall be laid in draft before each House of Parliament for 
a total period of thirty days and shall be subject to modification as may be approved by 
both the Houses. 

Clause 64- This clause seeks to provide that any document required to be filed, 
recorded or registered under this Bill may be filed, recorded or registered in a manner 
and as per such conditions as may be prescribed by rules by the Central Government. 

Clause 65 - This clause seeks to provide that, if any document or return Required 
to be filed or registered under this Bill with the Registrar, is not filed or regisjtered in 
time, then without prejudice to any other action or liability under this Bill, such document 
or return may be filed or registered with the Registrar on payment of a default fefc of five 
hundred rupees for every day of such delay. 

Clause 66.- This clause seeks to provide that other laws are also applicable to the 
LLP in addition to the provisions of this Bill and their application is not barred. 

Clause 67 - This clause seeks to provide that the Tribunal shall discharge such 
powers and functions as are, or may be, conferred on it by or under this Bill or a*y other 
law for the time being in force. The clause also seeks to allow filing of appeal to the 
Appellate Tribunal by any person who is aggrieved by an order or decision of Ttibunal. 

Clause 68.- This clause seeks to provide that any person guilty of an offence 
under this Bill for which no punishment is expressly provided shall be liable tp a fine 
which may extend to five lakh rupees and with a further fine which may extendi to fifty 
rupees for every day after the first day after which the default continues. 

Clause 69- This clause seeks to provide that where the Registrar has reafonable 
cause to believe that an LLP is not carrying on business or its operation, the dame of 
LLP may be struck off from the register of LLPs. The clause seeks to empower the 
Central Government to prescribe, by rules, the manner and procedure which sjhall be 
followed for such striking off of name of any LLP by the Registrar. 
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Clause 70.- This clause seeks to provide that where an offence under this Bill 
committed by an LLP is proved to have been committed with the consent or connivance 
of a partner(s) or Designated Partner(s) of the LLP or is attributable to any neglect on 
the part of the partner(s) or Designated Partner(s) of that LLP, the partner(s) or 
Designated Partner(s) of the LLP as well as that LLP shall be guilty of the offence and 
shall be liable to be proceeded against and punished accordingly. 

Clause 71.- This clause seeks to provide that notwithstanding any provision to 
the contrary in any Act, the Judicial Magistrate of the first class or the Metropolitan 
Magistrate shall have jurisdiction to try any offence under this Bill and shall have 
power to impose punishment in respect of the offence. 

Clause 72- This clause seeks to confer upon the Central Government the power 
to make rules for carrying out the provisions of this Bill. The clause seeks to enumerate 
the various matters in respect of which such rules may be made. The clause further 
seeks to provide that every rule or orders made under this Bill are required to be laid 
before both the Houses of Parliament. 

Clause 73.- This clause seeks to confer power upon the Central Government to 
make provision, by order published in the Official Gazette, to remove difficulties which 
may arise in giving effect to the provisions of this Bill and such order to be issued only 
within a period of two years from the date of the commencement of this Bill. The clause 
seeks to provide that the orders made under this clause shall be required to be laid 
before both the Houses of Parliament. 
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MEMORANDUM REGARDING DELEGATED LEGISLATION 

Sub-clause (c) of clause 2 of the Bill confers power upon the Central Government 
to specify, by notification in the Official Gazette, any other body corporate (notjbeing a 
company as defined in section 3 of the Companies Act, 1956 or an LLP as defined in the 
proposed legislation) not to be included in the definition of‘body corporate’. 

2. Clause 63 of the Bill confers power upon the Central Government to give 
directions, by notification in the Official Gazette, that any of the provisions! of the 
Companies Act, 1956 shall apply to any LLP or shall apply to any LLP with such exception, 
modification and adaptation as may be specified in the notification. 

3. Clause 72 of the Bill confers power upon the Central Government to make rules 
for carrying out the purposes of the Bill. The matters in respect of which rules may be 
made relate, inter alia, to provide for form and manner of filing of the particulars of 
every individual agreeing to act as Designated, Partner of LLP under sub-clause (3) of 
clause 7; conditions and requirements for appointment of an individual as Designated 
Partner under sub-clause ( 4 ) of clause 7; manner of filing the incorporation document 
and payment of fees payable thereof with the Registrar under of sub-clause (1) (b) of 
clause 11; form of statement to be filed under sub-clause (7)(c) of clause 11; form of 
Incorporation Document under sub-clause ( 2){a ) of clause 11; other information to be 
contained in the Incorporation Document under sub-clause ( 2)(g ) of clause 11; mode 
of serving the documents on a LLP under sub-clause (2) of clause 13; the form and 
manner of notice to the Registrar under sub-clause (3) of clause 13; the manner of 
application and amount of fee payable to the Registrar under sub-clause (7) of clause 
16; the manner in which names will be reserved by Registrar under sub-clause ( 2 ) of 
clause 16 prescribes; manner in which an application may be made for change of name 
under sub-clause (7) of clause 18; form and manner of notice of change of name of LLP 
and the amount of fees payable under clause 19; contents of LLP Agreement and the 
form manner and payment of fees thereof at the time of filing of such Agreement under 
sub-clause ( 2 ) of clause 23; form of notice, the amount of fees payable and the planner 
of authentication of the statement under sub-clauses (2) (a), (b) and ( c ) of clause 25; 
manner of accounting and disclosure of monetary value of contribution of a partner 
under sub-clause (2) of clause 31; books of account and the period of their maintenance 
under sub-clause (7) of clause 33; form and manner of filing of statement of Account 
and Solvency under sub-clause (3) of clause 33; the manner in which the accounts of 
a LLP shall be audited under sub-clause (4) of clause 33; form and manner of filing of 
annual return under sub-clause (7) of clause 34; manner and amount of fees payable for 
inspection of Statement of Accounts and Solvency and Annual Return under clause 35; 
destruction of documents by Registrar under clause 39; regarding the amount required 
as security under sub-clause (3)(a) of clause 42; the amount of security to be given 
under clause 43; fees payable for furnishing a copy under sub-clause ( 2)(b ) of c lause 
48; manner of authentication of report of inspector under clause 53; provisions in 
relation to establishment of place of business by foreign LLP within India under clause 
57; compromise, arrangement or reconstruction of LLPs under clause 58; winding up 
and dissolution of LLPs under clause 61; manner and conditions for filing a document 
electronically under clause 64; manner and procedure for striking off the names of LLPs 
from the register of LLP by the Registrar under clause 69; form, manner and amount of 
fee payable on the statement under sub-paragraph (a) of paragraph 4 of the Second 
Schedule; form of certificate of registration under Paragraph 5 of the Third Schedule; 
form, manner and amount of fee payable on the statement under sub-paragraph (a) of 
paragraph 5 of the Fourth Schedule; any other matter which is to be, or may be, prescribed 
in respect of which provision is to be, or may be, made by rules. 
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4. Sub-paragraph (3) of paragraph 1 of the Second Schedule of the Bill confers 
power upon the Central Government to amend, add to or vary the provisions of that 
Schedule, by order published in the Official Gazette. 

5. Paragraph 2 of the Third Schedule of the Bill confers power upon the Central 
Government to amend, add to or vary the provisions of that Schedule, by order published 
in the Official Gazette. 

6. Paragraph 2 of Fourth Schedule of the Bill confers power upon the Central 
Government to amend, add to or vary the provisions of that Schedule, by order published 
in the Official Gazette. 

7. The notification issued under sub clause (/) of clause 63 and rules made under 
sub-clause (2) of clause 72; and orders issued under sub-clause (/) of clause 73; under 
sub-para (3) of para 1 of Second Schedule; under para 2 of Third Schedule and para 2 
of Fourth Schedule shall be laid before each House of Parliament. 

8. The matters in respect of which notifications or order may be issued and the 
rules may be made are generally matters of procedure and administrative detail and it is 
not practicable to provide for them in the Bill itself. The delegation of legislative power 
is, therefore, of a normal character. 


YOGENDRA NARA1N, 
Secretary-General. 
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